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December 16, 2010

VIA ELEC'I'ROlilIC FILING

Jocelyn G. Boyd, Esquire
Chiet Clerk and Administrator
Public Service Commission of South Carolina
101 Executive Center Drive
Columbia, South Carolina 29210

RE: Duke Energy Carolinas, LLC's Integrated Resource Plan ("IRP")
Docket Xio. 2010-10-F.

Dear Ms. Boyd:

In response to the Public Service Commission of South Carolina's inquiry issued
iNovember 22, 2010 pursuant to S.C. Code Ann. sS 58-3-200, enclosed please find Duke Energy
Carolinas, LLC's report to the South Carolina Office of Regulatory Staff.

With best regards,

*)+,w~ &0) '

Shannon Bowyer Hudson

Enclosures

CC: Lara Simmons Nichols, Esquire
C. Alex Castles, Esquire
Frank R. Ellerbe III, Esquire
Bonnie I). Shealy, Esquire
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panel during tile BI'icfin&. The Article originallv' stated that "Duke Energk estimates it isill cost

$378 million to upgrade the disposal of coal ash and other plant combustion bvproducts.
"

and

that "approxitnatelv $128 million vv ill be spent in the Carolinas. . .
"

Slide 22 of Duke Ettcrg& Carolill&is pl'i:sclltatiorl lit tlie Bl'iellllg to the Cominission on

Vox ember 9 copied the heading "Positioned 1i&cll." and displaved the Iolloiving bullets:

~ Remaining Coal L:nits haie advanced SO2. VO&. and handle (.'oal (.'ombustion

Bv-Products in a drv manner

~ Additional Costs v, ill depend nn stringencv ol' final iegulations.

Furtliei'. during the Biicfing, Robcit %Ice'lurrv. Director ot Integrated Resource Planiiing

for Duke Fnerg& Corpiiration. stated as follows:

From an environmental -- even though it's sounded doom and gloom up to this
point —I pcrsonallv think that Dul e Enetgx Carolinas is positioned &sell, On the
rem;iinin ~ coal units, use have advanced S(32 and iVOv controls. and tsc handle
(aul' coal-coillbustioli bv products iil ii dr& tnanncr. Aliicll is tile tllst step toward
an& regulations ot the tlv ash. bottoin ash. or scrubbers' bvproducts. Also,
additional costs is ill depend on the stiingcncv' of regulations. It's like anv'thing

else. I iiorked a Iong time in the environmental controls area, and 1&&u can gct the
first 90 percent at, ~a&a 20 percent of the cost. but to gct that last 10 percent, it

reatlv' might cost sou 80 percent more. I mean, it's just the scale of-- Sou aiivaks
hit a cost break. if vou lool at reiluctions and pollution controls. ITr. at 37-38i.

The Coinmission Staff'indicated that Dul e Energ& Carolinas' presentation "&8&ad e listeners

thc impression that Duke ratepa1ers could evpect only minor cost increases duc to cspcctcd lteiv

EPA t1& ash regulations.
"

RESPOVSE

Duke Energy C:irolinas re~pectfulii submits that the statements inade during its

presentation for the Briefing and that information contained»ithin the Article arc consistent and

do not provide anv conflicting intormation relating to expected costs io omplv &iith current or

future FPA re&ulations regarding CCP treatment. The information contained tsithin the Article



reg&arding ens ironmental compliance costs pertained to upgrades necessary to meet current, not

future or pending. EPA regulations. The original scrsion iif the Article crroncousl& indicated

that the referenced cost projections related to compliance &~ith the proposed CCP rules

implemeiiting the federal Resource Conservation and Recoicri Act ("RCRA"I under

consideration be the EPA. The Article has, since its initial publication, been corrected to this

el lect and nois states that "Duke has not produced an estimate on the possible costs lor these

regulations erhich have riot &. et been adoptetl,

Uul e Ener&g& Canilinas also submits that it is "positioned ivell" to respond to the tinal

CCP rules ultimatels adopted b& EPA. 'I he heading "I'ositioncd 6'cll' on Slide 22 Jid not

pertain specifically to compliance costs, but rather to the fact that the remaining coal units in tlie

Carolinas, iihich are not scheduled to bc retired. alreads liandle their tix ash in a Jrs nianner. As

Klr. IxlcMurri articulated during his presentation, the handling ot ash in a dri manner is

gefierall) the first step in iinplementing regulations regarding fi ash, bouolil asli 'iilcliol' residues

resulting from the flue gas desulfurization process. Although it is too earls tv tell ish;it specillc

requirements iiill result from tlie RCRA ruleinakin&'. Duke Energ&s Carolinas anticipates tliat

iillclei' all& regtiliilciri otltcoilile sceflatin. fli asli Bill liat e to L&c li'ilidled in a dry m;inner If the

Company Jid not alreadx handle its fli asli in a dr&, manner, its ci&sts of complian&. e ixith current

and future EPA rules regarding CCPs ix&iuld include the additional expense ot the converting its

tacilities to Jri hanJlin&'. Dul'e Ener &i Carolinas estimates tliat tlie conversion cost today Irom

suet to dry handling. for its coal facilities that are not presently scheduled to be retired, ii&iuld he

approximateli $200 million. As noted earlier, the Company has already under one the

conversion and the C&irnpans's statements regarding the fact that it is "positioned isell" ielatcd

onls to that it already handles its fls ash in a drs manner at all ot'its coal generati&in tacilitics and

i
x coi«nf ih» Aiiicl». as»&i&i»et»u. is a:.taco»J he. eio inr re& i»i& and i»re&ence



did not pertain to anv forecast or estimate of futilt'e conzptiancc costs arising (rom future El'A

regulation otCCPs.

Further, the Conzpanv's presentation during thc Briefing did not reterence anv' specitic

cost estimate for c&!mpliance vvith future or pending EPA regulations. Slide 2 of the

presentation for the Briefing states in its second bullet that "[ajdditional costs vvill depend on

the striztgency of the final regulations.
"

vIr. McivIurry reiterated this during the presentation

and explained that in the realm otenvironmenial and pollution coritrols. there are &&!ten unkno«n.

and potentiallv significant. cost br&. ahs that arise as one gets closer to achieving compliance.

1 he intoimation and specific d&&liat amount~ cited «ithin th&. Article appear to have come

dii ectly froin the Con&pany's I &&rnz 10-Q Quarterly Report to the Se uritv Exchange Coininission

("SEC"j for the third quarter ot 2010, «hich &vas tiled on U&&vcn&bcr '. , 2010. Under federal la«.

Duke Energv (.'oiporation is required to provide quarterlv financial filings t&'. thcSEC outlinin&

forvvaid-lool'ing cspcnditurcs. I'he tilillgs ale posted on the C'ompanv's vvcb site at

htt~;, ' «««. duke-ener'v. qoi!Fiiivcstois scc-tilin~cv as . The Compai!v's X&&veinher s Form IU-&t

tiling states &&n page "&s as f&!Ilo«s:

Coul Cozzzbusriz&zz Product (CCP) .&Irzzzrzgezzzczzt. Dul e Energv currentlv estimates
that it vvill spend 807s milli&&n ($128 million;it Dul e Energv Carolinas, $7)
million at Dul e Energv Ohio and $168 million at Dul e Energv Indianaj &&ver the
period 2010—2014 to install svnthetic caps and liners at existing and Ilc'&v C( P
landtills and to convert some ot' its CCP handling sv'stems t'rom «et to drv

sv stems to & omplv «ith current re ulations I he LPA and a number of states arc
considering additional regulatory ineasures that «ill contain spccitic, and more
detailed requirements I'oi the nzanagen&ent and disposal ot' CCPs. primarilv ash.
from the Duke Enctgv Registraiits' coal —tired po«er plants.

On June 21, 2010. the EPA issued a proposal to regulate. under the Resource
('onseivation and Recoveiv' Act &RCRAj coal c&&mhustion residuals (CCRj. a
term the EPA uses to describe the bvproducts of coal combustion associated with
the generation of' electricitv. The EPA proposal contains t«o regillatolv options
«'hcrcbv CCRs not emploved in appro&ed hei&elicial use «ould either be
regulated as hazardous «aste or «ould continue to bc regulated as i&on —liazardous



waste. Duke Fn«r«v c:tnnot rcdict the outcurnc of this rulernakin & hovvever
&otential cost of com lvin«with thc final re &ulatiun ma he si &nificant. Thc

L'PA couhl issue a Imal rule bv th»»nd ol"20 I I, (emphttsis supplied).

As noted in the lan«ua«c from th» ('ompany's I'orrn I 0-Q ltling, Ih» reli:r»n»cd

cspenditurcs ol $)75 million lor Duke Fncr y anrl $I28 million lor Dul c t.'ncrt. y Carolintts as

cited by the Article are espccted cspcnditurcs tr comply with curr»nt I-:PA CCP rc ulations.

Also, it is important to note that the fl2II tnillion»sttmat»d lor Duke Fn»r y ( arolinas pertains

to the installation ol synthetic c&tps and liners at cxistin~««md ncw CCI' landlills, and not to tile

conversion Irom wet to dry llandlin( ol lly ash stncc thc ('ompanv air»ady handles its fly ash in a

drv manner at all ol its coal «cncration lacilitics not sch»dulcd to be retired. 'I'he cost estimates

r»li. rcnccd in th» l=orm IO-9 ttlin«are not related to any estimate ol compli&lllcc costs Icsultin«

Irom Fl'A's luturc r»«ulation oI CCI's. 'I'hc filin&' also states that l)ukc I:.ncr&'y ('orporation

cannot estimate thc potential cost ol complyin& with th» impcndin& I:,I'A rcr&ul;ttton ol C(.P»

ulldcf tile lx( I(A.

('.ONCLUYIOiV

I'ol' tile reasons s»t loltll above, tile intolIlliltion conveyed to thc Commission durin&' tll»

hriclin«and thc information provided in the Article arc consistent. Throu& h its inte& rtted

r»sour»c plannin&' process. I)uh» I'ncr&qv (.'arolinas has cn&lcavol'ctl to prepare itscll to miti«at»

the operational and cost impacts to its custom»rs ol lutur»»nvironmental re«uhuory

requirements, in»ludin„ thc regulation ol' CCPs. liow»ver, the Company cannot »stimatc thc

projected costs of compliance wtth Ibdcral C(2I' rc ulations tltat are not yct in place. Buk»

Lncr y ('.arolinas is committed to kc»pin&„ thc ('ommission and th» OILI inlorrncd rc &ardin& its

project&xi costs for coinpliancc svtth th» tmpcndin« t:Cl' re~&'ulations, aml svill update th»



C.olnnlission and OR's once the re ulatio»s arc adopted and 'tile C.oltlpalls' s ltecessars

eoi»pliancc tneasurcs are tnorc certain.
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John Downey
Senior staff writer
Email:' n
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Welcome fo Power Weekend, cafchihg up on stuff we' ve learned since Friday.

P~kE kd t d III t 5375 IIII I pp d th dl 5 I I I h d tt pl
combustion byproducts.

Duke expects to spend the money from now through 2013 to install liners and caps at existing ash ponds or
convert to dry storage dumps.

About $128 million wiii be spent in the Caroiinas, Duke says. The largest expense wiii be in Indiana, where
the cost is pegged at $168 million. Fixing the ponds in Ohio will cost $79 million, the company says,

Duke could incur additional costs on its disposal of products from burning carbon. The EPA made proposals in

May wouid regulate coal ash as either a hazardous material or as a non-hazardous material. But either way,
the federal agency is proposing stricter requirements for storage of coal ash. Duke has nat produced an
estimate on the possible costs for these regulations which have nat yet been adopted. (This section of this
blog post corrects an error ln an earlier version. See correction at the bottom of the page. )

Severai states are also considering stricter reguiations.

The concern has come in the wake of a December 2008 failure of an ash pand dam the Tennessee Valiey
Authority operated near Harriman, Tenn. No one was seriously injured in the incident. But it brought to the
fore issues concerning the safety of such dams and the toxicity of coal ash itself.

Wind power gathers force at energy council

The working committees of the N. C. Energy Poiicy Council presented a raft of proposals last week for the
upcoming state legisiative session, induding new energy tax breaks, aiiowing utiiities to finance customer
energy-efficiency projects and a crash program to promate affshare twind development.

Wind energy accounted for some of the most dramatic proposals made at the council's meeting. For example,
the group's renewable-energy subcommittee retximmended cannng aut a set-aside for the development of
on-shore wind projects similar to the set-asides already in place to encourage solar and animal-waste energy
development.

The change would require utilities to produce about 1 percent of the state's energy from wind on land-based
projects by 2017.

Kris Coracini of the Environmental Defense Fund told the council that would amount to 300 to 800
megawatts of energy by that year. And most of the development would come in relahvely poor eastern N. C.
counties, making it particuiaAy attractive as an economic-development proposai.

But offshore wind produced the strongest cali far financiai and tax incentives to bring more development to
the state.

Brian O' Hara of Outer Banks Wind toid the cauncii that if North Carolina developed 3 percent of its offshore
wind resources, it could mean 45,000 construction jobs, 9,100 permanent jobs and $22 billion in total
economic benefit.

He said federal statistics show 23 percent of all the prime wind resources on the East Cost are along North

http: //wviniv. bizjournals. corn/charlotte/bio+~power city/2010/11/upgrading-ash-ponds-to-co. .. 12/7/2010
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Carolina. He said immediate action was needed to encourage development of some of those resources ta
attract manufacturing and engineering jobs associated with wind power to North Carolina Instead of other
East Coast states.

O' Hara said New Jersey, Delaware, New York and Massachusetts almady have a jump on the Tar Heel State.
But the resources available here give it a chance ta catch up.

O' Hara said the state should establish a special tax credit for manufacturing offshore wind equipment. The
state should consider legislation to let allow utilibes to build switching stations and other infrastructure along
the coast to link to offshare projects and allow them to recover the casts from ratepayers. And he said the
state Commerce Department should establish a task force on offshore wind immediately.

The full council wiil vote on the final propasais Nov. 29.

Gov, Bev Perdue reconstituted the council last year and gave it the task af commg up with proposals for a
comprehensive, low-carban energy policy for the state. She has emphasized that the policy should encourage
the development of the renewable-energy industry in the state.

lh P y P Py E thyth Chhtt B I I I. ~lkl
mgre recenf pgsrtnrfs on Povrer City.

Ta get an R55 feed for Power City click here.

Correction: An earlier version of this story said Duce's $375 muiion in estimated costs were related
to the proposed rules under cansideratian by the EPA.
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C. Alex Castle, Esquire
Duke Energy Carolinas, LLC
Post Oflice Box 1006 (EC03T)
Charlotte, NC 28201-1006

Frank R. Ellerbe III, Esquire
Robinson McFadden rtc Moore, PC
P.O. Box 944
Columbia, SC 29202

Nanettc S. Edwards, Esquire
South Carolina Office of Regulatory Stafl
1401 Main Street, Suite 900
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IN RE: Duke Ener Caro
'

gy olinas, LLC s Integrated Resource Plan (IRP)

Dear Alex, Frank, and Nanette:

The Commission Staif has a question that resulted I'rom the recent re
b tarti 1 ted i Th Ch 1in e arlotte Business Review. We would a

o e ection 58-3-200:
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You may find the article at: http J/www. bizjoumals. corn/charlotte/b og/po ty 010 / pgradmg-ash-
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